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Introduction: The 55+ Retirement Reality Shift

Welcome to the Red Zone. If you are age bb or older, you have officially entered the most critical
financial phase of your life. For the past thirty or forty years, you have played the game of
accumulation. The rules of that game were simple: save as much as you can, ride out the market roller

coaster, and focus entirely on growing your nest egg. You were living in the "Growth Zone."

In the Growth Zone, time was your greatest ally. If the stock market crashed like it did in 2008, you
didn’t need to panic. You had a decade or more of paychecks ahead of you to buy discounted mutual
funds and wait for the market to recover. Your strategy was fueled by dollar-cost averaging, and

volatility was actually your friend.
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But the moment you cross the threshold of age 55, the financial laws of gravity completely change.
You are transitioning into the "Safety Zone," and the rules that got you here will not get you there. In
fact, relying on traditional growth-at-all-costs strategies during this phase can be downright

dangerous.
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Why do traditional wealth accumulation rules break after age 557

Because you no longer have the luxury of time. When you stop working, your portfolio undergoes a
violent shift from the accumulation phase to the distribution phase. You are no longer putting money
into the market every two weeks; you are forced to take money out to pay for groceries, utilities, and

healthcare.
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If the market drops 20% right as you retire, and you are forced to sell your mutual funds while they
are down just to fund your lifestyle, you lock in those losses permanently. This is a mathematical
phenomenon known as Sequence of Returns Risk. A severe market downturn in the years
immediately surrounding your retirement can permanently break your nest egg, causing you to run

out of money years too early—even if the market eventually recovers later on.

Furthermore, you are transitioning into a world where taxes and hidden government regulations

become major threats to your lifestyle. Left-behind 401(k)s and traditional IRAs are no longer just safe
savings buckets; they are ticking tax bombs waiting to explode when Required Minimum Distributions
(RMDs) kick in. On top of that, poorly timed income can trigger sneaky surtaxes like Medicare's IRMAA
penalties, and depending on whether your state penalizes your retirement income with a state income

tax, your real-world purchasing power could be drastically eroded.

The Safety Zone is not about giving up on growth entirely, but it is about changing your primary
objective. The goal shifts from maximizing returns to protecting principal, guaranteeing lifetime

income, minimizing taxes, and managing your estate wisely.

This book is your Safe Retirement Blueprint. Over the next few chapters, we will break down exactly
how to use financial tools—like Multi-Year Guaranteed Annuities (MYGASs), Fixed Indexed Annuities
(FIAs), and Registered Index-Linked Annuities (RILAs)—alongside your existing mutual funds to
bridge the gap. Why you should analyze whether a Roth conversion makes sense for your specific

situation and how to insulate yourself from the retirement traps waiting ahead.

The accumulation game is over. It is time to learn the rules of the safety game, build your blueprint,

and secure the predictable, worry-free retirement you have earned.
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Part I: The Four Pillars of a Safe Retirement Blueprint

The Amusement Park

When our children were young, we always made a yearly trip to Disneyworld. Imagine if | could have
spent $1,000 to buy a special ticket. What if Disneyworld has a unique, variable payout rule based on

how sunny the day turns out to be.

e The Upside (The Sunny Day): If it stays perfectly sunny and attendance skyrockets, the park
shares its profits with you. You get your $1,000 back, plus a hefty bonus payout.

e The Downside (The Rainout): If a massive storm hits and the park suffers heavy financial losses,
a normal ticket would be ruined and lose its value. However, your special ticket has a "Weather
Proof" insurance contract built into it.

e The Maturity (The End of the Day): At closing time, even if the park is completely flooded and
everyone else lost their shirts, you hand in your ticket. Because of your contract, the booth
attendant counts out exactly $1,000 and hands it back to you. You didn't make a profit, but you

didn't lose a single penny of your starting cash.

Chapter 1: Pillar 1 - Principal Protection

When you were 35 years old, a market crash was a buying opportunity. When you are 55 or older, a
market crash is a threat to your independent lifestyle. This is the core truth of Pillar 1: Protecting the

principal of the assets needed for a successful retirement.

Notice that we do not say you must protect all of your money from the market. Rather, we focus
strictly on protecting the baseline assets required to keep your retirement secure. We call this your

"Safe Bucket."

The Hidden Killer: Sequence of Returns Risk
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In the accumulation phase, your average rate of return is the only math that matters. If the market
goes up 30% one year and down 20% the next, your long-term average smoothens out the bumps.
But once you enter the distribution phase and start withdrawing money, the timing of those returns

becomes everything.

If you retire with a $1,000,000 mutual fund portfolio and the market drops 20% in your first year, your
nest egg shrinks to $S800,000. If you then withdraw $50,000 to pay for your living expenses, your
portfolio drops to $750,000. Even if the market roars back by 20% the following year, your portfolio
only bounces back to $900,000. You are still down $100,000, and you have locked in losses that are

mathematically impossible to recover from while continuing to take withdrawals.

To prevent this, we must shift the assets you need for baseline living expenses out of harm's way.

This is where modern, contractually guaranteed safety vehicles come into play.

Product Fit: Multi-Year Guaranteed Annuities (MYGAS)

Think of a Multi-Year Guaranteed Annuity (MYGA) as the insurance world'’s version of a bank

Certificate of Deposit (CD), but often with a better tax advantage for retirement accounts.

When you purchase a MYGA, you transfer a portion of your traditional IRA or savings to an insurance
company. In exchange, they guarantee you a fixed, contractually locked interest rate for a specific

period—typically three to five years.

e The Benefit: Your principal is 100% safe from stock market crashes. You know exactly what
your money will earn to the penny.

e The Strategy: For a 55+ retiree, MYGAs act as a fantastic alternative to traditional bonds, which
can actually lose value when interest rates rise. It gives your Safe Bucket a predictable, steady

yield without any downside exposure.
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Product Fit: Fixed Indexed Annuities (FIAs)

If you want protection but are worried that a fixed MYGA interest rate won't keep up with inflation, a

Fixed Indexed Annuities (FIA) provides the middle ground.

An FIA provides a contractual guarantee that your principal will never lose a single dime due to stock
market declines. Your floor is zero. However, your growth is linked to a market index, like the S&P
500.

¢ The Benefit: \WWhen the stock market goes up, your account is credited a portion of the gains
(subject to caps or participation rates). When the market crashes, your account simply sits still.
You don't lose anything.

e The Strategy: Once gains are credited to your FIA, they are locked in. They become part of your

new protected principal, creating a stair-step effect of growth without the risk.

By utilizing MYGAs and FIAs to build your Principal Protection foundation, you insulate your baseline

lifestyle from market volatility. You can sleep soundly knowing that no matter what Wall Street does

tomorrow, your retirement blueprint remains entirely intact.
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Chapter 2: Pillar 2 — Guaranteed Income

The Safe Harbor Marina

Imagine your life’s career was a long, unpredictable voyage across the open ocean. Your savings
account was the ship’s freshwater tank. Every day, you had to carefully ration every drop, always
worried whether a sudden storm or a prolonged delay would leave you stranded at sea with an

empty tank.

Retirement is the moment you finally pull your ship into a permanent harbor.

Guaranteed income in retirement is not just another water tank; it is a freshwater spring built directly

into your dock.

The Constant Lifeline

No matter how long your ship stays moored in this harbor, the spring never dries up. It does not
matter if the global ocean faces a historic drought or if market storms rage just outside the harbor
walls. Every single month, a predictable, predetermined allocation of water flows directly to your
vessel. You no longer need to check the horizon with anxiety or calculate how many days of life you

have left versus how many gallons remain in your hold.

The Shift in Mindset

This infrastructure fundamentally changes how you live. On the open ocean, survival required
defensive rationing. In the safe harbor, guaranteed income allows you to shift from a mindset of
preservation to one of active living. You can use your resources freely to maintain your ship, explore
the local shore, and host family, knowing the spring will completely replenish itself by the first of next

month.
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The Underlying Superstructure

You do not have to manage the pressure, the plumbing, or the filtration of this spring. Giant, deeply
rooted bedrock structures—like government social systems or heavily regulated financial institutions

—bear the operational burden. Your only job is to hook up the line and enjoy the security of the port.

The Psychology of the Retirement Paycheck

For nearly forty years, your financial life was defined by a predictable rhythm. Every two weeks, a
direct deposit landed in your bank account. You knew exactly how much money was coming in, which
allowed you to budget, save, pay your bills, and live your life with a sense of security. That regular

paycheck was the emotional anchor of your financial world.

The day you retire, that anchor is abruptly ripped away.

Suddenly, you enter the world of "decumulation." Instead of watching your account balances climb
with every paycheck, you must now actively draw those balances down to pay for your life. For many
folks over age 5b, this shift is incredibly stressful. It feels like flying a plane while watching the fuel

gauge slowly drop, constantly worrying if you have enough runway left to make it to the end.

Pillar 2 of the Safe Retirement Blueprint is designed to completely eliminate that stress. The goal

here is simple: to guarantee needed income.

We do this by transforming unpredictable market assets into a personal pension—a contractually
guaranteed paycheck that drops into your account every single month, no matter how long you live,
and no matter what happens on Wall Street. When your basic living expenses are covered by
guaranteed income sources, retirement stops feeling like a mathematical guessing game and starts

feeling like the reward you earned.
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Quantifying the Retirement Income Gap

Before we can choose the right tools to build your personal pension, we have to calculate your unique
"Retirement Income Gap." This is a straightforward, three-step math problem that every 55+

household needs to solve.

1. Calculate Baseline Expenses: First, add up your non-negotiable living costs. This includes
housing, utilities, food, healthcare premiums, insurance, and taxes. This is the minimum amount
of cash flow required to keep your household running smoothly.

2. ldentify Fixed Inflows: Next, look at your predictable, fixed income sources. For most retirees,

this consists primarily of Social Security benefits and, if you are fortunate enough to have one, a

traditional corporate or government pension.
3. Find the Income Gap: Subtract your fixed inflows from your baseline expenses. If your non-
negotiable expenses are $6,000 a month, and your combined Social Security income is $3,500

a month, you have a Retirement Income Gap of $2,500 a month.

(.
$ 6,000 (Baseline Expenses)
— 5 5 500 (Social Secur'd'\// Fixed Tnflows)

= E 2,500 (Your Retirement Income Gap)___
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This $2,500 gap is the danger zone. If you rely entirely on traditional, volatile investments to fill this
gap every single month, you are exposed to the full fury of market crashes and sequence of returns
risk. Our mission in Pillar 2 is to close this gap permanently using contractually guaranteed income

engines.

Product Fit: Fixed Indexed Annuities (FIAs) with Income Riders

The primary tool we use to manufacture a lifetime personal pension is a Fixed Indexed Annuity (FIA)
equipped with a Guaranteed Minimum Withdrawal Benefit (GMWB), commonly known as an income

rider.

As we discussed in Chapter 1, an FIA keeps your principal 100% safe from market downturns while
allowing your account to grow based on the positive performance of an index. WWhen you attach an
income rider to that contract, you are turning that preservation tool into a highly efficient income

delivery system.

Here is how an income rider works in plain English:
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e The Income Account Value: The insurance company creates a separate ledger inside your
contract specifically designed to calculate your future payout. This ledger often grows at a
contractually guaranteed compounded rate (sometimes 6% to 8% or more) during your
accumulation years, or it grows based on a multiple of your index gains.

e The Payout Factor: When you are ready to turn on your lifetime paycheck, the insurance
company looks at your age. The older you are, the higher the percentage they guarantee to pay
you. For example, a 65-year-old might receive a contractually locked payout rate of 5.5% of that
income ledger.

¢ The Lifetime Guarantee: Once you flip the switch, that dollar amount is guaranteed for life.
Even if the stock market goes to zero, and even if your actual cash account value eventual drops
to zero because you lived to be 105 years old, the insurance company is contractually obligated

to keep sending you that exact paycheck every single month.
For filling a fixed income gap, an FIA with an income rider provides an unmatched level of certainty for
the b5+ demographic.

Product Fit: Registered Index-Linked Annuities (RILAS)

What if your income gap isn't immediate? What if you are 55 or 58 today, plan to retire in a few years,
and want a tool that offers a bit more growth potential than an FIA to help outpace inflation, but you

still want defined guardrails?

This is where a Registered Index-Linked Annuity (RILA) fits into the blueprint. A RILA is a hybrid
vehicle. It does not offer the absolute 100% principal protection of an FIA, but it allows you to

customize your downside safety in exchange for significantly higher upside growth potential.

A RILA utilizes a concept called "buffers" or "floors":
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¢ The Buffer Strategy: An insurance company might offer a 10% downside buffer. This means if
the stock market index drops by 15% over the year, the insurance company absorbs the first
10% of the loss, and your account only drops by 5%.

¢ The Growth Trade-off: Because you are willing to accept a small, defined amount of market
risk, the RILA rewards you with much higher caps or participation rates on market growth than a

standard FIA.

In Pillar 2, we use RILAs strategically as an accumulation bridge. It allows you to grow the assets
destined for future income aggressively during your late 50s and early 60s, while putting a firm
contractually guaranteed floor beneath your feet so a catastrophic 30% or 40% market crash cannot

destroy your upcoming retirement timeline.

Integrating the Social Security Income Engine

You cannot design a safe retirement income blueprint in a vacuum. Your annuity income engines must

be precisely coordinated with the largest guaranteed income source you already own: Social Security.

For the 55+ cohort, Social Security optimization is often misunderstood. Many folks rush to claim their
benefits at age 62 simply because the money is available. However, claiming early permanently
reduces your monthly paycheck by up to 30% compared to waiting for your Full Retirement Age
(FRA). Furthermore, for every year you delay claiming past your FRA up until age 70, your guaranteed

benefit increases by an incredible 8% per year.

Age 62: Permanent Reduction (Up to 30% lower than baseline)

Age 66/67: Full Retirement Age (100% of baseline benefit)

Age 70: Maximum Payout (8% guaranteed increase per year delayed)
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A truly safe blueprint leverages your financial tools to optimize this timeline. For example, we might
use a short-term MYGA or a structured pool of mutual funds to fund a "Social Security Bridge." By
spending down those assets to live on between ages 62 and 67, we allow your permanent Social
Security paycheck to compound at those higher guaranteed federal rates. Once you hit 67 or 70, your
maximized Social Security kicks in, drastically shrinking your income gap and reducing the amount of

money you ever need to draw from your savings again.

The State Tax and IRMAA Friction Layer

When manufacturing your personal pension, you must look at your total net income, not just your
gross payout. Every dollar of income you generate to fill your lifestyle gap has a ripple effect through

your tax return and your healthcare costs.

First, you must look at your geography. If you live in a state that levies a state income tax, distributions
from your traditional mutual funds, traditional pensions, and ordinary annuity gains are fully taxable
at the state level. If your state doesn't tax retirement income, your blueprint can be simpler. But if it
does, a $2,500 gross income gap might actually require you to withdraw $2,800 or $3,000 a month

just to clear enough cash after federal and state taxes to pay your local bills.

Second, your guaranteed income streams directly affect your Adjusted Gross Income (AGI), which is

the exact number the federal government uses to calculate your Medicare IRMAA surcharges.

If you structure your fixed annuities to pay out a high monthly sum, or if your traditional mutual funds
kick out forced end-of-year capital gains distributions, that total income can unexpectedly push you
over the initial IRMAA threshold (which sits around $106,000 for single filers and $212,000 for
married couples, though these numbers adjust annually). If you cross that line by just a single dollar,

your Medicare Part B and Part D premiums will spike dramatically two years later.
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Therefore, our goal in Pillar 2 is not just to create income, but to create efficient income. By blending
safe, contractually guaranteed tools like FIAs and RILAs with optimized Social Security timing, and
keeping a watchful eye on local state taxes and federal IRMAA cliffs, we ensure your retirement

paycheck is dependable, permanent, and fully insulated from unexpected financial leaks.
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Chapter 3: Pillar 3 — Tax Minimization

The Retirement Orchard: A Guide to Tax Minimization

Imagine your retirement savings as a fruit orchard. You spend decades planting seeds, watering trees,
and waiting for the harvest. In this analogy, the government is your local agricultural inspector. They
are entitled to a portion of your harvest, but the rules of the orchard allow you to choose how and
when they take their share. Tax minimization is the art of arranging your trees so you keep the

maximum amount of fruit for yourself.

The Three Baskets of Fruit

To manage your harvest efficiently, you must distribute your fruit across three distinct storage baskets.

Each basket has different rules for the inspector.

The Traditional Basket (Pre-Tax Accounts): You put uninspected fruit into this basket today. The
inspector agrees to wait until you are old to take their cut. The risk is that the inspector might be

hungrier in the future, demanding a larger percentage of each apple you pull out.

The Roth Basket (Post-Tax Accounts): You invite the inspector to take their share immediately before
the fruit goes into the basket. Once inside, the fruit grows into giant prize-winning produce. When you

retire, you take out the fruit completely tax-free. The inspector gets nothing else.

The Taxable Basket (Brokerage Accounts): This basket is kept in the open. Every year, the inspector
takes a small bite out of the fruit that drops from the branches, known as dividends or capital gains. It

is highly accessible, but constantly exposed to the elements.

Managing the Inspector's Appetite
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Tax minimization is not about breaking the law; it is about smart agricultural planning. If you pull all
your fruit from the Traditional Basket in a single year, you push yourself into a higher bracket. The

inspector sees a massive pile of wealth and claims a massive percentage.

Instead, a wise farmer blends the harvest. You pull just enough fruit from the Traditional Basket to fill
your lowest tax bracket. Then, you supplement the rest of your diet with tax-free fruit from the Roth
Basket. By balancing where you draw your sustenance, you keep your official income low, leaving the

inspector with a smaller legal claim.

The Controlled Burn (Roth Conversions)

Sometimes, a storm approaches. If you foresee that future inspector rules will become harsher, you
can perform a "controlled burn" called a Roth conversion. During a low-yield year when your income
is naturally down, you intentionally move fruit from the Traditional Basket to the Roth Basket. You pay
a small, known tax today to protect that fruit from unpredictable, heavy taxation during your golden

years.

Ultimately, tax minimization ensures that the orchard you spent a lifetime cultivating feeds you and

your family, rather than funding an oversized portion for the inspector.

The Invisible Leak in Your Nest Egg

Most people over age b5 spend decades focusing entirely on a single number: the total balance at the
bottom of their investment statements. They celebrate when that number climbs and worry when it
dips. However, there is a dangerous misconception built into this habit. Many retirees believe that if

their statement reads $1,000,000, they actually have a million dollars to spend in retirement.
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The cold reality is that you do not. A massive chunk of that money might actually belong to the

Internal Revenue Service (IRS) and your state government.

Pillar 3 of the Safe Retirement Blueprint focuses on minimizing taxes. In retirement, it is not what you
make that matters; it is what you keep. During your working years, taxes were relatively
straightforward—they were automatically withheld from your paycheck. In retirement, however, tax
planning becomes entirely your responsibility. If you do not actively manage your tax footprint, you
face an invisible leak that can quietly drain your principal, break your guaranteed income plans, and

reduce your real-world purchasing power by 20% to 30%.

For the 55+ demographic, tax planning cannot be backward-looking. You cannot simply hand a folder
of receipts to your CPA in April and expect to save money. True tax minimization is proactive and
structural. It requires understanding how different financial vehicles interact, how the government

treats your income, and how to position your assets before the tax traps swing shut.

The Tax Bucket Strategy
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To permanently lower your lifetime tax bill, you must first understand the "Three Tax Buckets." Every
single dollar you own or generate fits into one of these distinct legal categories, and a safe blueprint

requires balancing them with a forward-looking strategy.

1. The Taxable Bucket: This contains standard brokerage accounts, bank savings, and checking
accounts. You fund this bucket with after-tax dollars. Every year, you owe taxes on any interest
or dividends generated inside this bucket, regardless of whether you actually withdraw the
cash.

2. The Tax-Deferred Bucket: This is where the vast majority of 55+ savers have their wealth
locked up. It includes traditional 401(k)s, 403(b)s, and traditional IRAs. You received a tax
deduction when you put the money in, and it grew without a tax drag for decades. However,
every single dollar that leaves this bucket is treated as ordinary income—taxed at your highest
marginal rate.

3. The Tax-Free Bucket: This is the holy grail of retirement planning. It includes Roth IRAs, Roth
401(k)s, and Health Savings Accounts (HSAs). Money grows tax-free, and distributions are

100% tax-free to you—and eventually to your heirs.
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THREE RETIREMENT TAX BUCKETS:
AN INVESTMENT STRATEGY VISUAL

BUCKET 1: 1 BUCKET 2: BUCKET 3:

TAXABLE DEFERRED TAX-FREE
) * Brokerage Accounts » Traditional IRAs ¢ Roth IRAs
;  Bank Savings / CDs » Traditional 401(k)s ¢ Health Savings (HSAs)

-5 TAXED ANNUALLY (LD - TAXED AS 100% TAX-FREE ~($)
2L on interest/dividends ORDINARY INCOME Growth & Payouts &,
= upon exit 2
d

A common retirement mistake is keeping 90% of your wealth in Bucket 2. Retirees often assume they
will be in a much lower tax bracket when they stop working. But between Social Security, pensions,
and mandatory distributions, many find themselves pushed right back into the same brackets they

occupied during their peak earning years.

Product Drag: The Mutual Fund Tax Trap

When evaluating your investments for tax efficiency, traditional Mutual Funds require very careful
handling, particularly when held within a Taxable Bucket. Many retirees love mutual funds for their
diversification, but they are often shocked to discover that these vehicles carry a hidden, internal tax

drag.
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Mutual funds are pooled investments managed by a fund company. Throughout the year, the fund
managers constantly buy and sell individual securities inside the fund to adjust their portfolio

strategy.

¢ The Capital Gains Distribution: Under federal law, if a mutual fund manager realizes a net
profit from selling securities inside the fund, those profits must be passed through to the
shareholders at the end of the year as a "capital gains distribution."

¢ The Phantom Tax: This is where the trap snaps shut. Even if you never sold a single share of
the mutual fund itself, and even if you have your account set to automatically reinvest all

distributions, you still owe capital gains tax on that distribution on your next tax return.

This can lead to a devastating scenario where the overall stock market drops, your mutual fund loses
value, yet you still receive a massive tax bill in April for internal trading profits you never actually
pocketed. In contrast, contractually guaranteed safety tools like MYGAs, FIAs, and RILAs completely
eliminate this internal annual tax drag because their growth is contractually deferred until you

intentionally choose to make a withdrawal.

The Ticking Tax Bomb: Required Minimum Distributions (RMDs)

For the 55+ cohort, the ultimate tax trap is a legislative mechanism known as the Required Minimum
Distribution (RMD). Under the current SECURE Act 2.0 guidelines, the federal government will not

allow you to keep your money locked inside tax-deferred accounts forever.

Once you reach your designated RMD age, you are legally forced to withdraw a specific percentage of

your traditional IRAs and 401(k)s every single year, whether you need the money to live on or not.

The exact age you must start these forced distributions depends strictly on your birth year:

If you were born between 1951 and 1959, your RMD age is 73.
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If you were born in 1960 or later, your RMD age is 75.

Birth Years: 1951 - 1959 ====================> RMD Age: 73

Birth Years: 1960 or Later ===================> RMD Age: /5

Why is the RMD a ticking tax bomb? Because as your tax-deferred accounts compound over time,
your mandatory distributions grow larger. These forced withdrawals are stacked directly on top of
your Social Security income and any annuity paychecks, instantly driving you into a much higher

marginal tax bracket.

Worse yet, if you fail to take your exact RMD on time, the IRS levies a brutal 25% excise tax penalty
on the amount you failed to withdraw (which can be reduced to 10% only if you catch and correct the

error within a strict two-year window).

The Geography Friction: The State Income Tax Multiplier

When crafting a blueprint to legally reduce your Adjusted Gross Income (AGl), you cannot look solely
at federal tax brackets. You must factor in your exact geographic location, because state income taxes

act as a massive multiplier on your retirement tax burden.

If you reside in a state that does not levy a state income tax, your planning is significantly cleaner.
However, if your state does enforce an income tax, they will view your retirement distributions

through their own specific legal lens. In many states, ordinary income tax rates apply directly to:

e Withdrawals from traditional 401 (k) plans and IRAs.
e The growth gains withdrawn from MYGA, FIA, and RILA contracts.

e Year-end capital gains distributions from traditional mutual funds.
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This means a tax strategy that looks highly profitable on a federal spreadsheet can become highly
inefficient when a local state tax bill is added to the ledger. For example, if you are attempting to clear
out a traditional IRA to avoid future RMDs, a state income tax means a larger percentage of your
principal is permanently eroded during the transfer process. A safe retirement blueprint maps out
your withdrawals with a dual-lens approach, ensuring you never make a choice that saves a dollar on

federal taxes only to send a dollar and ten cents to your state capital.

Structural Defenses: Legally Reducing Your Real AGl

The ultimate goal of Pillar 3 is to establish proactive, structural defenses that lower your Adjusted
Gross Income (AGI) before you hit your RMD years. By structuring your assets wisely between ages

55 and 65, you take control of your tax brackets.

First, a safe blueprint analyzes shifting money out of inefficient, high-turnover mutual funds inside
taxable accounts and reallocating those assets into tax-deferred preservation contracts like FIAs or
RILAs. This instantly pauses the annual capital gains tax leak, allowing your wealth to compound

cleanly without showing up on your Form 1040 every spring.

Second, we utilize specialized tax-saving tools for charitable-minded retirees once they reach age
702, such as Qualified Charitable Distributions (QCDs). A QCD allows you to transfer up to
$105,000 per year directly from a traditional IRA to an eligible charity. The beauty of a QCD is that
the money counts toward your eventual RMD requirement, but it is completely excluded from your

taxable income.
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Finally, the most powerful structural defense against the retirement tax bomb is a carefully calculated
Roth Conversion strategy. By systematically moving assets from Bucket 2 (Tax-Deferred) into Bucket
3 (Tax-Free) during your lower-income retirement years, you permanently defuse the RMD threat. In
the next few chapters, we will break down the exact mathematical formula to determine whether a
conversion makes sense for your specific blueprint, ensuring you pay taxes once at a known discount,

rather than leaving your life savings at the mercy of unpredictable future tax hikes.
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Chapter 4: Pillar 4 - Legacy & Wise Estate Management

Here are notable examples of celebrities who died "intestate" (without a will or trust) and the heavy

consequences their estates faced:
Prince (Died 2016)

e The Consequence: A six-year legal war and massive administrative fees.

¢ The Fallout: Because Prince left no instructions, his six siblings fought over the estate. The IRS
and the estate administrators also fiercely disputed the estate's true value. By the time the
estate was finally settled in 2022, tens of millions of dollars had been burned on lawyers,

consultants, and bankers, and the estate's value was slashed significantly to pay back taxes.

Jimi Hendrix (Died 1970)

e The Consequence: A 30-year family battle over music rights.
e The Fallout: Hendrix's father initially inherited the estate under state law, but when he passed
away, he left the lucrative music catalog to his adopted daughter, completely cutting out Jimi's

brother, Leon. This triggered three decades of bitter, costly lawsuits among family members

over the rights to Hendrix's likeness and music.

Aretha Franklin (Died 2018)

e The Consequence: Years of litigation over handwritten notes in a couch.

e The Fallout: Originally thought to have died without a will, family members later found
conflicting, handwritten documents scattered around her home, including one under a living
room sofa cushion. It took a highly publicized, multi-year court trial winding down in late 2023

just to determine which scribbled note counted as her actual will, dividing her sons against each

other.

Chadwick Boseman (Died 2020)
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¢ The Consequence: Splitting a massive estate through a public probate court.

e The Fallout: Dying young and unexpectedly, the Black Panther star left no will. His widow had
to file a public probate petition to handle the estate. Under California law, the assets were split
evenly between his widow and his parents, but the entire process was dragged through public

records, forcing a private family to handle their grief and finances in the media spotlight.

Amy Winehouse (Died 2011)

¢ The Consequence: Wealth going to unintended beneficiaries.
¢ The Fallout: Winehouse left an estate worth millions, but no will. Under UK intestacy laws, her
entire fortune automatically went to her parents. Her ex-husband received nothing initially, but

later launched a massive legal claim against the estate for a payout, creating years of stressful

legal defense for her grieving parents.

The Final Blueprint Stage

You have spent decades doing the heavy lifting: protecting your principal, manufacturing a lifelong
guaranteed paycheck, and putting up structural shields against the IRS. But a Safe Retirement
Blueprint is not truly complete until we address the final stage of your financial journey. Pillar 4

focuses entirely on legacy and wise estate management for your heirs.
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For many individuals aged 55 and older, this pillar is the most deeply personal. It is no longer about

how you live your retirement; it is about protecting the people, organizations, and causes you care

about most after you are gone.

[ THE SAFE RETIREMENT BLUEPRINT ]

~ Pillar 1: Principal Protection (Securi’ry for You)
~ Pillar 2: Guaranteed Income (Cash Flow for You)
- Pillar 3: Tax Minimization (Eﬂciciency for You)

- Pillar 4: Wise Estate Management (Harmony for
Your Heirs)

True estate management is not just a luxury for the ultra-wealthy. No matter the exact size of your
estate, failing to map out a clear legacy strategy ensures that three unintended beneficiaries will step
to the front of the line: the probate courts, private attorneys, and tax collectors. A wise legacy

blueprint establishes ironclad control, eliminates unnecessary friction, and preserves family harmony

at a time when your loved ones will be grieving.
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Avoiding the Costly Probate Trap

The first major obstacle to a clean financial handoff is the public legal court process known as
probate. When someone passes away, the local county probate court steps in to validate their will,

tally their assets, settle outstanding debts, and eventually distribute the remaining property to their

heirs.

While that sounds organized in theory, the real-world probate process is a notoriously slow, public,

and expensive trap.

¢ The Cost Bleed: Between court filing fees, mandatory executor costs, and statutory legal fees,
probate can quietly consume anywhere from 3% to 7% or more of your total estate's value
before your family sees a dime.

¢ The Time Freeze: A standard estate can sit trapped in probate gridlock for nine months to two
years, freezing assets that your surviving spouse or children might need immediately to cover
basic bills.

¢ The Public Spotlight: Probate is a matter of public record. Anyone can walk down to the
courthouse or look online to see exactly what you owned, who you owed money to, and
precisely who is receiving your wealth—inviting unwanted scrutiny and financial predators to

your family’s doorstep.

Fortunately, avoiding probate does not require a complex legal circus. It requires ensuring your assets
are built to transfer outside the court's jurisdiction through correct legal titles and ironclad beneficiary

designations.

The Asset Transfer Mechanics
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Different financial vehicles transfer to the next generation in completely different ways. For a bb+
household, understanding how your specific asset choices impact your heirs is critical to keeping your

wealth out of the courtroom.

[ CONFLICTING SIGNALS ]

Your Written Will =======> (Goes through Probate Court)

Contract Beneficiary =====> (Bypasses Probate instantly)

* Rule: A contract beneficiary designation ALWAYS overrides a Willl

Many folks assume that having a written Will solves everything. In reality, a Will is simply a letter of

instruction telling the probate judge what to do—meaning a Will forces your estate into probate.

To bypass court delays, a safe blueprint utilizes contract-based assets. Vehicles like Multi-Year
Guaranteed Annuities (MYGASs), Fixed Indexed Annuities (FIAs), and Registered Index-Linked
Annuities (RILAs) are life insurance contracts at their core. They feature a legal contractual beneficiary

designation.

The moment you pass away, the insurance company bypasses the probate courts entirely. Your heirs
simply submit a death certificate, and the contract pays out directly, privately, and quickly—often

within weeks.

Similarly, traditional mutual funds held in standard brokerage accounts can be outfitted with a
Transfer on Death (TOD) or Payable on Death (POD) designation. This simple, free paperwork turns a

standard asset into a private, court-exempt contract, ensuring immediate liquidity for your family.
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The SECURE Act Reality Check

In December 2019, Congress quietly passed a piece of legislation that completely altered the rules of
estate planning for retirement accounts: the SECURE Act. Prior to this law, if you left a traditional IRA
or 401(k) to your children, they could utilize a strategy known as a "Stretch IRA." They could spread

their mandatory withdrawals out over their own lifetime, allowing the tax-deferred pool to compound

for decades while paying minimal annual taxes.

The SECURE Act completely destroyed the Stretch IRA. Under the current rules, most non-spouse

beneficiaries (such as adult children or grandchildren) face a brutal timeline: the 10-Year Rule.

[OLD STRETCH IRA RULE]

Heirs withdraw slowly over their entire lifetimes (Low tax drag).

[ NEW SECURE ACT RULE ]

Heirs MUST entirely drain the inherited IRA within 10 calendar years.

Your heirs are now legally forced to completely empty that inherited traditional IRA by December 31st

of the tenth year following your passing.

Because every single dollar pulled out of a traditional IRA is taxed as ordinary income, this 10-year
rule acts as a massive tax accelerant. Your children will likely inherit this money during their own peak
earning years (their 40s and 50s), meaning these forced withdrawals will be stacked on top of their
highest career paychecks—potentially pushing them into peak federal and state tax brackets and

wiping out up to 40% of their inheritance.

The Local State Tax Friction Layer
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Just as with your income and tax planning, your legacy blueprint must factor in the geography of your
heirs and your estate. While the federal estate tax exemption sits quite high, local state governments
enforce their own estate and inheritance taxes that can trigger painful surprises at lower asset

thresholds.

It is vital to understand the difference between the two types of local state-level wealth taxes:

o State Estate Taxes: This tax is levied directly against your overall estate before any money is
distributed to your heirs. Several states across the country enforce an estate tax with
exemptions starting much lower than the federal limit.

¢ State Inheritance Taxes: This tax is levied directly against the individual receiving the money.
Even if you pass away in a tax-friendly state, if your heir lives in a state that enforces a strict

inheritance tax, they can face a local tax bill simply for accepting your gift.

Furthermore, if your estate includes real estate across multiple states—such as a primary home in
your home state and a vacation condo in another—your family could face an "ancillary probate"
nightmare. This means your executors will have to hire separate attorneys and go through the
expensive probate process in both states simultaneously, multiplying the legal fees and delays before

your legacy is settled.

Strategic Control: Building a Tax-Efficient Legacy

To combat the probate court, the SECURE Act 10-year trap, and state-level tax leaks, Pillar 4
implements proactive, strategic coordination of your assets. We design a legacy that is structurally

optimized for tax efficiency and control.
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First, your legacy goals provide the ultimate justification for evaluating a Roth Conversion strategy
(which we will break down in Chapter 5). When you convert a traditional IRA to a Roth IRA, you
absorb the tax burden today during your retirement years. When you eventually pass that Roth IRA to
your children, they are still subject to the SECURE Act's 10-year rule, but all of their forced
withdrawals are 100% tax-free. You effectively give your children a decade of tax-free growth and

tax-free income, completely neutralizing their peak career tax brackets.

Second, for properties or assets that cannot be handled via simple beneficiary designations, a safe
blueprint evaluates the use of a Revocable Living Trust. By retitling your primary home, secondary
real estate, or standard brokerage accounts into a living trust, you maintain full control during your
lifetime. The moment you pass away, your designated successor trustee steps in to distribute the
assets privately and instantly according to your exact rules—completely bypassing the delay,

publicity, and cost of the probate court system.

By taking these steps between ages 55 and 65, you ensure that your life's work is fully protected.
Your safe retirement blueprint doesn't just look after you; it acts as a final, enduring gift of clarity,

efficiency, and financial peace of mind for the next generation.

Smart Estate Planning with Annuities

When most people think about estate planning, they immediately picture expensive attorneys,
complicated wills, and stacks of legal documents. While those traditional tools certainly have their
place, one of the most efficient estate planning vehicles available today is already sitting right in your

portfolio: your annuity.
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Annuities possess a unique legal structure that allows them to bypass one of the most stressful,
time-consuming, and expensive parts of the legal system: probate court. Because an annuity is a
contract between you and an insurance company, it contains a direct beneficiary designation. When
you pass away, the contract transfers ownership directly to your loved ones without ever touching
your will or requiring a judge's signature. This keeps your financial affairs completely private and puts

money into your heirs' hands in weeks rather than months.

The Power of the Restricted Beneficiary Designation

This tax trap is exactly why sophisticated retirees utilize a powerful, often overlooked contract feature

known as a restricted beneficiary designation.

Normally, when a beneficiary inherits an annuity, the insurance company cuts them a check for the
entire lump sum. If you have a child who struggles with money management, or if you simply want to
protect them from a massive single-year tax bill, a standard lump-sum payout can do more harm than

good.

A restricted beneficiary designation acts like a "poor man's trust," giving you total control over your
money from beyond the grave—completely free of charge. When you fill out this form with your
insurance carrier, you legally strip the beneficiary of the right to choose how they get paid. Instead,

you dictate the rules while you are alive.

You can structure the restriction in several ways:

The Lifetime Stream: Force the beneficiary to receive the money as a guaranteed stream of income

over their entire life.
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The Term Certain: Mandate that the funds must be paid out evenly over a fixed period, such as 5, 7, or

10 years, ensuring they do not blow through the money all at once.

The Hybrid Payout: Allow them a small lump sum upfront (e.g., 10% to cover funeral expenses or pay

off immediate debts) while restricting the remaining 90% to systematic monthly or annual payouts.

Why This Matters for Your Legacy

The moment you pass away, this restriction becomes legally binding and completely irrevocable. Your
beneficiary cannot call the insurance company to change the terms, negotiate a lump sum, or

accelerate the payments.

This provides a vital layer of spendthrift protection if you worry an heir might mismanage a sudden
windfall. Furthermore, by forcing a disciplined, multi-year payout schedule, you effectively smooth out
their tax burden. Instead of triggering a massive tax spike in a single calendar year, the distributions

flow out in manageable, lower-taxed increments.

If you live in a state with a local state income tax, this careful rationing of income becomes even more
critical to prevent your heirs from crossing into higher state tax brackets. By pairing the probate-free
speed of an annuity with a restricted beneficiary designation, you ensure your hard-earned wealth

provides structured, long-term security for the people you love most.
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Legacy Transfer Comparison: Mutual Funds vs. Annuities

Legacy Transfer
Feature

Mutual Funds
(Non-Retirement)

Avoids probate only if a TOD
(Transfer on Death) registration is
set up.

<l

Probate q
Avoidance h?\

Receives a step-up in basis. Heirs
only pay tax on growth after your
ath.

Tax Treatment

for Heirs % kS

State Income Capital gains distributions can spike
heirs’ federal and state tax bills at

Tax Risk {5% Ve e

None. Heirs receive full control of
the fund shares or cash
immediately.

Payout Control
Option |

_f..}
G

Requires an expensive, attorney-
drafted Legal Trust to control the
money.

Spendthrift
Protection

Speed of ; Can take months if tied up in
Transfer probate, or weeks via TOD

Annuity Contracts \C}J
(Non-Retirement) A

Automatically bypasses probate court via
direct contract beneficiaries.

Income-in-respect-of-a-decedent (IRD).
Heirs pay tax on all growth since your
purchase.

Growth is taxed as ordinary income; state
income tax applies based on where the
heir lives.

High. Restricted beneficiary options
allow you to force a multi-year payout
schedule.

Built into the contract for free via a
Restricted Beneficiary Designation.

Typically paid out within weeks directly
by the insurance company.
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Part ll: The Advanced Optimization Matrix

Chapter 5: The Roth Conversion Analysis

The Modern Conversion Decision

For decades, the standard financial advice given to workers was simple: put your money into a
traditional 401(k) or traditional IRA, take the tax deduction today, let the money compound tax-
deferred, and pay the taxes later when you retire. The assumption was that your income would drop

significantly in retirement, placing you in a much lower tax bracket.

However, for the modern 55+ demographic, that assumption has completely broken down.

Between the compounding growth of your pre-tax nest egg, the addition of dual Social Security
checks, and contractually guaranteed annuity pensions, many retirees find themselves in the exact
same tax bracket—or even a higher one—during retirement. When you factor in the very real
possibility of federal income tax rates rising across the board in the future, leaving your retirement

accounts 100% exposed to tax-deferred rules is a massive gamble.

[ THE RETIREMENT TAX EQUATION ]

Traditional IRA: You control the withdrawals. The government controls the tax rate.

Roth IRA: You control the withdrawals. YOU control the tax rate (It's 0%).

A Roth Conversion is the process of moving funds from your traditional, pre-tax
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accounts into a Roth account. When you execute a conversion, you must report the transferred
amount as ordinary income and pay taxes on it in that calendar year. In exchange, that money is
moved permanently into the Tax-Free Bucket, where it grows 100% tax-free, features zero

mandatory distributions during your lifetime, and passes entirely tax-free to your beneficiaries.

The modern conversion decision boils down to a simple choice: do you want to pay taxes on the

"seed" today at a known rate, or pay taxes on the full "crop" later at an unknown future rate?

The 55+ Multi-Year Math Checklist

A Roth conversion is not a single, all-or-nothing event. For anyone aged 55 or older, executing a
massive lump-sum conversion is usually a catastrophic mistake because it spikes your income and
launches you into top federal and state tax brackets. Instead, a safe blueprint utilizes a highly

calculated, multi-year conversion matrix.

To determine if a conversion makes sense for your retirement blueprint, you must run through a four-

part mathematical checklist:
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1. The Current vs. Future Bracket Gap: Compare your current marginal tax bracket against your
projected tax bracket once Required Minimum Distributions (RMDs) kick in at age 73 or /5. If
your future bracket is projected to be equal to or higher than your current bracket, a conversion
is mathematically advantageous.

2. The Time Horizon (The 5-Year Rule): Under IRS rules, every single Roth conversion you
perform carries its own distinct five-year holding period. You must wait five years from January
1st of the conversion year before you can withdraw the converted balances penalty-free,
regardless of your age. For the 55+ cohort, this means conversions are ideal for money you do
not intend to touch for at least five years.

3. The Availability of Outside Cash: You should only perform a Roth conversion if you have liquid,
after-tax cash available in a standard bank savings or brokerage account to pay the resulting tax
bill. Never allow the custodian to withhold taxes directly from the conversion amount.
Withholding taxes from the IRA itself slashes your compounding power and can trigger a 10%
early-withdrawal penalty if you are under age 59%.

4. The State Income Tax Impact: Do not limit your calculations to federal tax rates. If you live in a
state with a state income tax, a Roth conversion will trigger an immediate state tax bill along
with your federal bill. You must ensure the long-term tax exemption is valuable enough to

justify paying both tax collectors simultaneously today.

Product Coordination Inside the Roth

Once you determine that a multi-year Roth conversion strategy is viable for your blueprint, you must
decide which specific financial vehicles belong inside your new tax-free environment. Not all financial

products behave the same way once converted, and proper coordination is vital.

[ VEHICLE PLACEMENT STRATEGY ]

TAX-DEFERRED ENVIRONMENT (Traditional IRA): MYGAs, FIAs, Income Engines
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TAX-FREE ENVIRONMENT (Roth IRA): Mutual Funds, Higher-Growth Vehicles

In a safe retirement blueprint, we intentionally segment your assets based on their primary function.

The Deferred Segment: Your traditional, pre-tax IRAs are the perfect home for your principal-
protected and fixed-income assets, such as Multi-Year Guaranteed Annuities (MYGAS) or Fixed
Indexed Annuities (FIAs). Because these contracts are built to protect your principal baseline and fund
your fixed retirement lifestyle gap, keeping them in the tax-deferred bucket allows them to do their

job safely while you slowly draw them down as ordinary taxable income.

The Tax-Free Segment: Your Roth IRA, on the other hand, should be reserved for the assets in your
portfolio designed for long-term growth, such as traditional Mutual Funds. Because a Roth IRA has no
required minimum distributions during your lifetime, any mutual funds positioned inside this bucket
can experience market growth, accumulate internal dividends, and rebalance without ever triggering a

local state tax bill, federal tax penalty, or phantom capital gains hit.

By converting and positioning your highest-growth mutual funds inside the Roth bucket, you ensure
that the maximum possible amount of future wealth compounds completely out of the reach of the

tax collector.

Implementation Tactics: Bracket Topping

The gold-standard tactic for executing a multi-year Roth conversion plan is a method called "bracket
topping." Rather than guessing how much money to convert, bracket topping requires us to map out
your income with absolute precision to fill up your current marginal tax bracket without rolling over

into the next one.
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For example, let's look at the current federal ordinary income tax brackets. If you and your spouse file
a joint tax return and your combined retirement income (from Social Security, part-time work, or
interest) places your Adjusted Gross Income at $150,000, you are comfortably within the 22%

marginal federal tax bracket.

Top of the 22% Federal Joint Bracket: $ 201,000 (Hypothetical Base Example)

Current Joint Adjusted Gross Income: -S 150,000

Available "Topping" Room: $ 51,000

In this scenario, you have exactly $51,000 of "room" left before your next dollar of income gets

pushed into the much higher 24% or 32% federal bracket.

Using the bracket topping tactic, you would convert exactly $51,000 from your traditional IRA to your
Roth IRA in that calendar year. You are successfully shifting $51,000 into a permanent, lifetime tax-
free environment while contractually capping your tax rate at the known 22% mark. You repeat this
calculation every single November or December, adjusting the conversion amount based on your
year-end tax projections, slowly bleeding out your traditional tax-deferred accounts before your

mandatory RMD age arrives.

The Hidden Friction: Shifting Brackets and "Tax Drift"

While bracket topping sounds seamless on paper, real-world implementation features a dangerous
friction layer known as "tax drift." Tax drift occurs when the process of converting assets inadvertently
alters your eligibility for other tax deductions, credits, or exemptions, creating an additional, invisible

tax burden beyond the standard bracket rates.
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For instance, as you add conversion income to your tax return, your Adjusted Gross Income (AGI)

climbs. This rising AGI can trigger several negative tax chain reactions:

e |t can phase out your ability to deduct certain medical expenses.

e [t can cause a larger percentage of your Social Security benefits to become subject to federal
income taxation (up to the 85% maximum threshold).

e |t can eliminate local property tax exemptions or senior tax credits provided by your county or

state government.

Furthermore, if you reside in a state with a highly progressive state income tax, a large Roth
conversion might keep you within your federal bracket but instantly push you into a much higher state

income tax bracket.

This means that a conversion that looked highly efficient on a purely federal level suddenly suffers a
severe penalty at the state level. A safe retirement blueprint requires a comprehensive, software-
driven tax model that accounts for both federal and state tax drift, ensuring that your multi-year

conversion strategy doesn't create more short-term tax leaks than it solves long-term.

The Ultimate Boundary: Navigating the Conversion Around IRMAA

The final, most critical boundary you must navigate when performing a Roth conversion is the federal
Medicare IRMAA surtax cliff. As we will explore in deep detail in Chapter 6, Medicare looks back at
your tax return from two years prior to determine your health insurance premiums. Because Roth
conversions directly increase your Modified Adjusted Gross Income (MAGI), a poorly timed conversion

can trigger massive premium penalties.

Let's look at the exact boundaries. For the 2026 tax year, the initial IRMAA threshold begins at
$109,000 for single filers and $218,000 for married couples filing jointly.
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[ 2026 JOINT IRMAA BOUNDARIES ]

MAGI <$218,000 =================> Base Medicare Premium ($202.90/mo)

MAGI $218,001 to $274,000 ========> Tier 1 Surcharge (+$95.70/mo total per person)

If you are a married couple with a baseline income of $190,000, and you decide to perform a standard
$40,000 bracket-topping Roth conversion, your total MAGI climbs to $230,000.

While that $40,000 conversion keeps you perfectly safe within your ordinary federal income tax
bracket, it has officially pushed you $12,000 over the joint IRMAA boundary. Because IRMAA is a
strict cliff, crossing that line by a single dollar instantly hits both you and your spouse with a Tier 1

Medicare surcharge, adding roughly $2,297 in combined annual premium costs two years later.

Ordinary Tax View: "The conversion fits beautifully inside our 22% bracket!"

Safe Blueprint View: "Stop! That conversion triggers an extra $2,297 Medicare penalty!"

This does not mean you shouldn't perform the conversion. In many cases, moving large pools of
money into a tax-free Roth environment to completely eliminate decades of future RMD tax bombs is
well worth a minor, temporary one-year IRMAA premium increase. However, it means you must never
evaluate a Roth conversion blindly. Your safe retirement blueprint must balance ordinary income tax
brackets, state income tax structures, tax drift, and IRMAA cliffs simultaneously—allowing you to

execute your conversions with surgical precision.
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Chapter 6: The IRMAA Trap — Medicare Premium Management

The Invisible Retirement Surcharge

When planning for a safe retirement, most people over age 55 prepare for standard household costs:
housing, travel, food, and traditional federal income taxes. However, there is a hidden expense that
catches millions of retirees completely off guard, quietly draining their monthly cash flow directly from

their Social Security checks. That trap is known as IRMAA.

IRMAA stands for the Income-Related Monthly Adjustment Amount. In plain English, itis a
mandatory federal surtax or penalty tacked onto your Medicare Part B (medical insurance) and

Medicare Part D (prescription drug coverage) premiums [1].

Standard Medicare Premium + Mandatory IRMAA Surcharge = Your Total Monthly Cost

The standard premium for Medicare Part B is heavily subsidized by the federal government, which
covers roughly 75% of the actual cost. But if your income rises above a specific threshold set by
Congress, the government reduces your subsidy [1]. You are then contractually forced to pay back a

massive portion of that cost out of your own pocket.

Because IRMAA is managed by the Social Security Administration, these surcharges are automatically
deducted directly from your monthly Social Security benefit check, creating an instant drop in your

guaranteed net income.

The 2-Year Lookback Rule

To protect yourself from the IRMAA trap, you must first understand how the federal government

calculates your income. This calculation relies on a mechanism known as the 2-Year Lookback Rule

[1].
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When you enroll in Medicare at age 65, the government does not look at your current retirement

income to determine your premiums. Instead, they request your tax returns from two calendar years

prior [1].
Financial Decisions at Age 63 ======> Impact Your Medicare Premiums at Age 65
Financial Decisions at Age 64 ======> Impact Your Medicare Premiums at Age 66

This means that any major financial moves you make at age 63 instantly dictate your healthcare costs
at age 65. If you sell a piece of real estate, work a final high-paying consulting gig, or execute an
unmanaged financial transition in the years leading up to retirement, that one-time spike in income

will trigger an expensive premium penalty the exact moment you step onto the Medicare platform.

To measure your wealth, the IRS calculates your Modified Adjusted Gross Income (MAGI) [1]. For
IRMAA purposes, your MAGI is your standard Adjusted Gross Income (AGI) plus any tax-exempt

interest income you received (such as interest from municipal bonds) [1].

The Strict Cliff Brackets

The most dangerous characteristic of the IRMAA framework is that it is built on strict cliffs, not a

gentle slope.

In the standard federal income tax system, if you cross into a higher tax bracket by one dollar, only
that single dollar is taxed at the higher rate. IRMAA does not work that way. If your MAGI crosses an
IRMAA threshold by a single dollar, you are pushed entirely off the cliff [1]. You must pay the full,

elevated surcharge for the entire year for both yourself and your spouse [1].

Let's look at the official joint filing boundaries to see how these tiers operate:
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[ THE JOINT FILING IRMAA CLIFFS ]

Tier O (Base): MAGI < $218,000 =================> Base Premium Only
Tier 1 Cliff: MAGI $218,001 to $274,000 =======> Adds Surcharges on Part B & D
Tier 2 Cliff: MAGI $274,001 to $342,000 =======> Adds Higher Surcharges

If you and your spouse file a joint tax return with a MAGI of $218,000, you sit safely at the base
premium level. But if a year-end financial distribution pushes your joint MAGI to $218,001, you have
officially crossed the Tier 1 cliff by exactly one dollar.

That single dollar instantly triggers a monthly penalty on both Part B and Part D [1]. Because it
applies to both individuals on a joint account, that one-dollar mistake can easily cost a married couple

an extra $2,200 to $2,400 in combined annual healthcare premiums.

Product-Driven Income Triggers

To keep your MAGI below these devastating cliffs, you must understand exactly which financial

products generate the type of income that triggers an IRMAA audit.

[ IRMAA TRIGGER INFLATION ]

* Ordinary Annuity Withdrawals =======> INCREASES MAGI (Counts as Ordinary Income)
* Mutual Fund Capital Gains ==========> INCREASES MAGI (Forced Year-End Distributions)
* MYGA / FIA Contract Growth =========> DEFERRED (Does NOT impact MAGI until withdrawn)
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Traditional Mutual Funds held inside a taxable brokerage account are a frequent culprit for
unexpected IRMAA spikes. As we explored in Chapter 3, mutual funds are required by law to
distribute internal trading profits to shareholders as year-end capital gains. If your mutual fund
company has a high-turnover year, they will pass down a massive capital gains distribution that lands
directly on your tax return, instantly inflating your MAGI and pushing you over an IRMAA cliff—even if

you reinvested every penny.

Conversely, contractually guaranteed safety tools like Multi-Year Guaranteed Annuities (MYGAS) and
Fixed Indexed Annuities (FIAs) offer powerful insulation. Because these contracts are built with
insurance-based tax deferral, the interest or index growth they accumulate every year is completely
hidden from the IRS until you make an intentional withdrawal. Your principal can compound safely
inside the contract without adding a single dime to your current MAGI, giving you ultimate control

over your premium brackets.

The Geography Lens: State Taxes vs. Federal Premiums

When managing your retirement income to outsmart the IRMAA trap, you must evaluate your
strategy through a local geographic lens. If you live in a state that enforces a progressive state income

tax, your financial moves carry a double penalty.

For instance, if you are attempting to fill a lifestyle income gap or execute a multi-year Roth
conversion plan, those moves increase your gross income. At the federal level, that income can trigger
an IRMAA premium penalty two years down the road. At the local level, that exact same income is

instantly hit by your state's ordinary income tax rate.

This creates a scenario where a poorly planned retirement withdrawal doesn't just cause a minor

federal tax increase. Instead, it triggers a three-pronged financial leak:
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1. Immediate federal ordinary income taxes.
2. Immediate state ordinary income taxes.

3. Future Medicare premium surcharges.

A safe retirement blueprint balances these forces. If your home state carries a high income tax drag,
your plan must lean more heavily on non-reportable cash flow strategies or contractually insulated
products to keep your local AGI low, ensuring you don't destroy your retirement cash flow simply to

clear a federal hurdle.

Strategic Countermeasures: Defensive Planning

Navigating around the IRMAA trap requires a combination of proactive product allocation and timely

administrative strategies.

First, if you experience a permanent drop in income due to a major life event—such as retiring from
your job, a reduction in work hours, or the sale of an income-producing property—you do not have to
sit back and accept a 2-year lookback penalty. You can file IRS Form SSA-44 (Life-Changing Event)
with the Social Security Administration [1]. This official form allows you to request an immediate
reduction in your IRMAA tier based on your current, lower retirement income reality, bypassing the

standard two-year delay [1].

Second, a safe blueprint utilizes Qualified Charitable Distributions (QCDs) for individuals over age
70%,. By sending your Required Minimum Distributions directly from your traditional IRA to a qualified
charity, that money is completely excluded from your Adjusted Gross Income, allowing you to satisfy

your legal distribution requirements without adding fuel to your IRMAA calculation.

Finally, we must address the Widow/Widower Bracket Cliff. When a spouse passes away, the
surviving spouse's tax status shifts from Married Filing Jointly to Single. As a single filer, your IRMAA
thresholds cut in half (with the base single boundary starting at $109,000 for the 2026 tax year).
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Yet, the surviving spouse often inherits the exact same traditional IRA balances and RMD obligations.
By using your late 55s and early 60s to aggressively execute multi-year Roth conversions, you
systematically shrink your pre-tax accounts. This protects the surviving spouse from hitting a massive

single IRMAA cliff later in life, cementing a truly permanent, tax-minimized legacy.
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Part lll: The Three Blueprints in Action

Chapter 7: Case Study 1 — The Conservative Wealth Preserver

The Profile: Secure but Vulnerable

Let's look at how the four pillars of a safe retirement blueprint work in the real world by analyzing our
first case study. Meet Robert and Linda, a married couple who are both 62 years old. Robert recently
stepped away from a forty-year career, and Linda plans to retire at the end of this calendar year.
Together, they have done an excellent job saving for the future, accumulating a combined nest egg of

$1.2 million.

Robert Social Security estimates are at 62 $1320 per month and at 67 $1873 per month. Linda’s
Social Security should be the about the same. With their combined Social Security income of $45,000
they estimate their income need baseline at $90,000.

On paper, Robert and Linda look financially secure. However, a deeper look into their financial

structure reveals significant vulnerabilities:

e Asset Structure: Out of their $1.2 million, a whopping $1.0 million is locked tightly inside
traditional, pre-tax IRAs and old 401(k) plans. The remaining $200,000 sits in a traditional,
taxable mutual fund brokerage account.

¢ Risk Tolerance: Robert and Linda are highly risk-averse. They watched their parents lose a
massive portion of their retirement savings during the 2008 market crash, and they are terrified
that a severe Wall Street downturn right now will permanently destroy their life's work.

e The Geography Advantage: Fortunately, Robert and Linda reside in a state with no state
income tax. This geographic detail gives them a unique planning advantage that we can

leverage to optimize their blueprint.
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Their primary goal is absolute certainty. They want to know that their principal is safe from market

volatility, and their secondary goal is to ensure that whatever money they do not spend passes

cleanly, efficiently, and with minimal taxation to their two adult children.

Applying the Blueprint: Securing the Baseline

To build Robert and Linda’s safe blueprint, we must first address Pillar 1: Principal Protection.

Because they are terrified of market volatility, keeping $1.0 million exposed to the regular swings of

traditional equity mutual funds is a recipe for sleepless nights and severe sequence of returns risk.

We begin by dividing their $1.2 million portfolio into strategic, functional segments:

[ ROBERT & LINDA'S PRODUCT ALLOCATION ]

m Traditional IRA (51,000,000 Total)

ad $5400,000 —

~

Multi-Year Guaranteed Annuity (MYGA)
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Fixed Indexed Annuity (FIA)
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Inside their traditional IRA, we transition $400,000 into a five-year Multi-Year Guaranteed Annuity

(MYGA). This contract locks in a high, contractually guaranteed fixed interest rate, acting as an

ironclad alternative to volatile bonds.
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We reallocate the remaining $600,000 of their traditional IRA into a Fixed Indexed Annuity (FIA). This
vehicle provides a contractual guarantee that their principal will never drop by a single penny due to a
stock market crash, while allowing their money to accumulate interest based on the positive

movements of a market index.

By taking these two steps, Robert and Linda have successfully walled off 100% of their core
retirement savings from Wall Street volatility. They have established a fortress of safety where their

principal is contractually protected.

The Advanced Overlay: The IRMAA-Safe Roth Conversion

Because Robert and Linda live in a state with no state income tax, they are perfectly positioned to
tackle Pillar 3 (Tax Minimization) and Pillar 4 (Wise Estate Management) through a aggressive, highly

controlled multi-year Roth Conversion strategy.

If they leave their $1.0 million traditional IRA completely untouched, it will turn into a ticking tax

bomb by the time they hit their mandatory Required Minimum Distribution (RMD) age of 75. At that
point, the IRS will force them to take massive annual distributions, stacking ordinary income directly
on top of their Social Security checks, launching them into higher federal tax brackets, and triggering

severe Medicare IRMAA premium surcharges.

To prevent this, we implement a multi-year "bracket topping" conversion plan between ages 62 and

65, utilizing the $200,000 in their taxable brokerage account to pay the federal tax bills.

[ THE ANNUAL BRACKET-TOPPING FORMULA]

S 218,000 (Joint 2026 Federal IRMAA Boundary Cliff)

- 590,000 (Projected Base Retirement Income)
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=$ 128,000 (Maximum Safe Annual Roth Conversion Amount)

By keeping their exact annual conversion amount at or below $128,000, Robert and Linda achieve a

perfect financial trifecta:

1. They systematically bleed down their traditional IRA, permanently shrinking their future RMD
obligations.

2. They fill up their lower federal ordinary income tax brackets without accidentally crossing the
strict joint Medicare IRMAA threshold of $218,000, completely avoiding two-year lookback
premium penalties.

3. Because their home state features no state income tax, they can shift over $120,000 a year into

a 100% tax-free Roth environment without paying a single dollar in local state income tax

penalties.

When Robert and Linda eventually pass away, their children will inherit a fully optimized, tax-free
Roth IRA. Their heirs will be completely insulated from the SECURE Act's 10-year tax trap, fulfilling

Robert and Linda’s dream of leaving a permanent, protected, and friction-free legacy.
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Chapter 8: Case Study 2 — The Income-Gap Filler
The Profile: Modest Savings, High Expenses

Our second case study explores a completely different retirement reality. Meet James and Susan, a
married couple who are both 58 years old and planning to retire in exactly two years at age 60.
Unlike our previous case study, James and Susan do not have a massive million-dollar nest egg, nor

do they have a corporate pension to fall back on.

Let's break down their current financial snapshot:

e Asset Structure: They have accumulated $600,000 in total retirement savings, heavily
concentrated in standard, high-turnover equity Mutual Funds split across their employer-
sponsored 401 (k) plans.

¢ The Lifestyle Gap: James and Susan enjoy an active lifestyle, but they live in an area with a
relatively high cost of living. They calculate that their non-negotiable baseline expenses
(housing, utilities, food, healthcare, and insurance) will total exactly $6,500 a month in
retirement.

e The Geography Friction: To make matters more complex, James and Susan reside in a state

that enforces a strict state income tax on ordinary income and retirement distributions.

When they turn 62, their combined net Social Security benefits will provide $3,500 a month. This
leaves James and Susan facing a severe Retirement Income Gap of $3,000 a month ($6,500 expenses
minus $3,500 Social Security). Their biggest fear is running out of money. They need to know exactly
how to transform their $600,000 nest egg into a permanent income stream that can bridge this gap

for the next thirty-plus years without being wiped out by a poorly timed market crash or local tax
bills.
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Applying the Blueprint: Manufacturing the Pension

CUOUUUUUUUREETIN

Monthly Cash Flow Summary

: $ 6,500 (Non-Negoitable Monthly Expenses

: = $ 3,500 (Combined Social Security Inflow)

— $ 3,000 (The Monthly Income Gap to Fill)

S ———————————————

To build a secure future for James and Susan, their blueprint must lean heavily into Pillar 2:
Guaranteed Income. Relying entirely on their traditional, volatile equity mutual funds to automatically
withdraw $3,000 every single month is incredibly dangerous. If a market crash occurs early in their

retirement, sequence of returns risk will rapidly deplete their $600,000 principal, causing them to run

out of money years too early.
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We solve this problem by contractually manufacturing a personal pension using a two-part annuity

income engine:

[ JAMES & SUSAN’S RETIREMENT INCOME ENGINE ]

Total Nest Egg: $600,000

=d $400,000 —>  Fixed Indexed Annuity (FIA) with an Income Rider |

Contractually guarantees a permanent %5

$2,000/month paycheck for life.

[ — 1\ =

L

$200,000 —> Registered Index-Linked Annuity (RILA) [Buffer Strategy] §

A Accumulates growth with a
@ 10% downside guardrail to
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First, we transition $400,000 of their savings into a Fixed Indexed Annuity (FIA) equipped with a
Guaranteed Lifetime Income Rider. By letting this contract sit for two years until they turn 60, the
insurance company's income ledger compounds safely. Once James and Susan retire, the income rider
is contractually flipped on, generating a guaranteed, predictable paycheck of $2,000 a month that will

land in their bank account for as long as they live, completely insulated from Wall Street performance.
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To cover the remaining $1,000 of their income gap and protect against future inflation, we position
the remaining $200,000 into a Registered Index-Linked Annuity (RILA) utilizing a 10% downside
buffer. This hybrid vehicle contractually protects their principal from catastrophic market drops while
providing significantly higher upside caps. This allows their remaining wealth to accumulate growth
efficiently, giving them a safe pool of capital to draw upon to increase their income as the cost of living

climbs over time.

The Tax and IRMAA Calculation Matrix

Because James and Susan live in a state with a strict state income tax, Pillar 3 (Tax Minimization)
requires a highly calculated approach. Every single dollar they withdraw from their traditional, pre-tax

accounts will be hit by both federal and state tax collectors simultaneously.

When evaluating whether a Roth Conversion makes sense for James and Susan, we cannot simply
look at a generic federal template. A conversion would require them to pay ordinary federal and state

income taxes on the converted amount right now.

Because their total savings sits at $600,000, and their immediate priority is maximizing every single
dollar of principal to fill their active $3,000 monthly income gap, forcing them to spend tens of
thousands of dollars in cash right now to pay up-front state and federal conversion taxes is
counterproductive. It would severely shrink the principal baseline they need to generate their

contractually guaranteed income riders.

TAX MATRIX LENS

Roth Conversion? ===> NO. (Preserves maximum principal for immediate income riders).

Tax Strategy? =======> Transition away from high-turnover Mutual Funds inside taxable accounts
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to prevent forced year-end capital gains from triggering local state taxes.

Instead, their tax minimization blueprint focuses on product efficiency. We make sure all of their
traditional, high-turnover Mutual Funds are removed from taxable accounts and safely housed inside
their tax-deferred annuity structures. This move instantly pauses the annual state income tax leak

caused by forced capital gains distributions.

Furthermore, by keeping their future retirement income tightly controlled via their guaranteed FIA and
RILA payouts, we ensure their Adjusted Gross Income stays comfortably below the federal Medicare
IRMAA thresholds. James and Susan achieve their ultimate goal: a permanent, predictable personal
pension that fills their income gap, protects their principal from market crashes, minimizes their local

state tax exposure, and guarantees they will never outlive their money.
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Part lll: The Three Blueprints in Action

Chapter 9: Case Study 3 — The High-Tax Bracket Professional

The Profile: High Income, Massive Exposure

Our final case study looks at a profile that many assume has no financial worries, but in reality, faces
some of the most aggressive tax penalties in the entire financial system. Meet David and Sarah, a
married couple who are both 55 years old. David is a senior executive at a technology firm, and Sarah

is a successful consulting partner. Together, they have built an impressive nest egg of $2.5 million.

While their total balance is substantial, their wealth structure leaves them completely exposed to
massive future tax liabilities and mandatory premium surcharges. Let's look at their financial

breakdown:

e Asset Structure: Out of their $2.5 million, $1.8 million is concentrated in traditional, pre-tax
employer 401(k) plans. The remaining $700,000 sits in a taxable joint brokerage account,
heavily invested in high-turnover equity Mutual Funds.

¢ The Horizon: David and Sarah plan to work for five more years, retiring at age 60. They expect
their high active salaries to keep them in peak federal and state tax brackets right up until the
day they stop working.

e The Geography Friction: They reside in a state with a progressive, high state income tax,

which adds a local layer of friction to every financial choice they make.

SAFE RETIREMENT BLUEPRINT
Page 61



SAFE RETIREMENT BLUEPRINT

David and Sarah are highly intelligent savers, but they are completely unaware of the double tax trap
awaiting them. If left unmanaged, their $1.8 million pre-tax balances will compound over the next
two decades. By the time they hit their mandatory Required Minimum Distribution (RMD) age of /5,
their forced annual withdrawals will easily top $100,000 a year. Stacked on top of their maximized
Social Security and dividend income, these forced distributions will trigger top federal tax rates, heavy

state tax penalties, and launch them into peak Medicare IRMAA premium surcharges for life.
Applying the Blueprint: Pausing the Tax Leak

To build David and Sarah's safe blueprint, we must lead with Pillar 3: Tax Minimization. Our
immediate priority is to stop the invisible wealth leaks occurring inside their portfolio right now, while

they are still in their peak earning years.

[ DAVID & SARAH’S PORTFOLIO STRUCTURING |

%
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We begin by auditing their $700,000 taxable brokerage account. Because this money is held in
traditional equity mutual funds, it kicks out large, forced year-end capital gains distributions. These
distributions are added directly to David and Sarah's high executive salaries, meaning they are paying

top-tier federal and state tax rates every single spring on profits they aren't even spending.

We systematically reposition these assets out of inefficient mutual funds and into tax-deferred
preservation vehicles like Fixed Indexed Annuities (FIAs) and Registered Index-Linked Annuities
(RILASs). This move contractually protects their principal from market crashes while instantly pausing
the annual tax drag. The growth gains compound cleanly inside the contracts, completely hidden from

both the IRS and their state tax collector, dropping their current active Adjusted Gross Income.

The Advanced Overlay: The Aggressive Conversion Window

The core engine of David and Sarah's safe blueprint is a highly calculated, bracket-topping Roth
Conversion strategy. However, because they are currently earning peak salaries, executing
conversions between ages 55 and 60 makes no mathematical sense—it would simply tax the

converted money at their highest career marginal rates.

Instead, their blueprint creates a high-utility "Conversion Window" between ages 60 and 65.

The moment they retire at age 60, their active salary income drops to zero. They plan to delay
claiming Social Security until age 70 to maximize their guaranteed federal payout. This leaves them
with a five-year window where their taxable income is artificially low. We utilize this window to

aggressively convert their traditional, pre-tax balances into a tax-free Roth environment.

[ THE AGE 60-65 CONVERSION WINDOW ]

Active Salaries Drop to $0 =====> Joint Income Hits an All-Time Low
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Action: Execute aggressive, bracket-topping Roth Conversions up to the top federal limits.

Result: Clear out the traditional pre-tax balance before Medicare and RMD rules apply.

Because David and Sarah have a large pre-tax balance, we do not perform small, timid conversions.
We calculate their conversions to intentionally fill up their ordinary federal tax brackets right to the
top, utilizing liquid cash from their safety reserves to pay the resulting up-front federal and state tax

bills.

By aggressively bleeding out their traditional 401 (k) accounts during this five-year window, they
achieve permanent protection. They move over a million dollars into a 100% tax-free Roth IRA. This
permanently defuses their future RMD tax bomb, ensures their future retirement lifestyle is
completely immune to federal tax hikes, and passes an optimized, tax-free legacy to their heirs that

completely bypasses the SECURE Act's 10-year trap.

Navigating the IRMAA Cliff Crossings

Executing an aggressive Roth conversion strategy of this scale requires a strict boundary analysis
regarding Medicare IRMAA premium surcharges. As we discussed in Chapter 6, Medicare utilizes a 2-

year lookback rule when auditing your tax returns.

Because David and Sarah are executing large, bracket-topping Roth conversions between ages 60
and 65, those conversions will show up as massive spikes in income on their tax returns. Let's look at

the exact timeline friction this creates:

[ THE LOOKBACK TIMELINE COLLISION]

Age 63 Roth Conversion ========> Audited by Medicare when they turn Age 65

SAFE RETIREMENT BLUEPRINT
Page 64



SAFE RETIREMENT BLUEPRINT

Age 64 Roth Conversion ========> Audited by Medicare when they turn Age 66

Because of the 2-year lookback rule, the aggressive conversions they perform at ages 63 and 64 will
collide directly with their initial enrollment into Medicare at ages 65 and 66. This will temporarily
push them into top IRMAA tiers, hitting them with elevated Medicare Part B and Part D premium

surcharges during those specific years.

In David and Sarah's safe blueprint, we intentionally accept this short-term IRMAA penalty.

Why? Because as their financial professional we ran the comprehensive long-term math. Paying an
extra $3,000 to $4,000 a year in temporary, short-term Medicare premium surcharges at ages 65 and
66 is a minor friction compared to the massive financial reward of clearing out their $1.8 million pre-

tax tax bomb.

By absorbing that brief, controlled IRMAA penalty during their conversion years, they permanently
flatten their future income. Once they hit age 67, their traditional pre-tax accounts are completely
drained, and their future cash flow is generated from tax-free Roth accounts and insulated annuity

contracts.

Their Adjusted Gross Income drops permanently, allowing them to cruise through their late 60s, 70s,
and 80s at the absolute baseline Medicare premium tier. David and Sarah successfully execute the
ultimate safe retirement blueprint: locking in principal safety, optimizing long-term tax minimization,

and outsmarting the IRMAA trap for a lifetime of predictable financial freedom.
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Martin Hearn Sr. is an experienced financial advisor based in Memphis, Tennessee. He has spent over
30 years helping people save, grow, and protect their money. He serves as a financial planner at
Hearn Wealth Management and is registered through Silver Oak Securities, Inc.. He holds several

Series designations and attended his beloved University of Mississippi.

Mr. Hearn focuses on retirement planning, tax strategies, and conservative long-term growth. He is
well-known for using a comprehensive planning method called the "Safe Retirement Blueprint". This
approach uses fixed and indexed insurance tools, like annuities, mutual fund portfolios, Registered
Linked Indexed Annuities, and stock portfolios to help clients build reliable streams of income that can
withstand market drops, and growth to meet inflation concerns. He prides himself on offering close,
personal customer service. He aims to take the mystery out of investing so families can find peace of

mind during their retirement years.
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Martin Hearn Jr. represents the next generation of financial planning at Hearn Wealth Management in
Memphis, Tennessee. Working alongside his father, he helps carry on a family legacy dedicated to
guiding individuals and families toward their personal vision of true wealth. He focuses heavily on
helping clients build long-term financial security by navigating the complexities of advanced

investment strategies and retirement distribution planning.

Mr. Hearn Jr. works closely with multi-generational families to take the mystery out of everyday
investing. He uses a conservative, systematic approach to construct balanced portfolios. This method
incorporates principal protection and tax-efficient strategies—such as the firm's signature "Safe
Retirement Blueprint". By combining modern wealth tools with a firm commitment to one-business-
day response times, he ensures that the next generation of retirees receives personal, respectful, and

transparent financial guidance.
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Disclosure

The proceeding information does not represent tax, legal, or investment advice. Surrender charges
apply to base contracts. Guarantees are based on the financial strength, and claims paying ability, of
the insurance company. No information presented today could be acted upon without meeting with
the qualified and licensed professional. It is important that you read all insurance contract disclosures
carefully, before making a purchase decision. Rates and returns mentioned on this program may vary
based on state availability, and our subject to change without notice. Guarantees apply to certain
insurance and annuity products, including optional benefits, not securities, variable, or investment
advisory products, and are subject to product terms, exclusions, and limitations. Investments that offer
principal protection, may carry limitations, such as minimum holding periods, or age restrictions.
Guarantees associated with certain investment products may only be available for an additional cost.
Annuities or long-term investments, designed for retirement purposes, are not FDIC insured.
Withdrawals of taxable amounts are subject to income tax, and if taken prior to age 59 and a half, a
10 percent federal tax penalty may apply. Early withdrawals may be subject to withdrawal charges.
Buffer ETFs are funds that seek to provide investors with the upside of an asset's returns (generally
up to a capped. percentage) while also providing downside protection on the first predetermined
percentage of losses (for example, on the first 10% or 15%). Must be held to maturity of each
usually 12-month outcome period for buffer protection, or one for one upside to a cap payoff. Subject
to the losses experienced by the underlying index, if such losses exceed the Buffered Protection at the
end of the Outcome Period. Income ETFs with Risk Management are designed to provide a defined
distribution rate for each 12-month outcome period. Subject to the losses experienced by the
underlying index, if such losses exceed the Soft Protection at the end of the Outcome Period.
Guarantees apply to certain insurance and annuity products, including optional benefits, not
securities, variable, or investment advisory products, and are subject to product terms, exclusions, and
limitations. Investments that offer principal protection, may carry limitations, such as minimum holding
periods, or age restrictions. Guarantees associated with certain investment products may only be
available for an additional cost. Annuities or long-term investments, designed for retirement

purposes, are not FDIC insured.
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Some guaranteed investment products like Certificates of Deposits are FDIC insured. Guarantees
from any insurance product are based on the claims paying ability of the issuing company. The
standard insurance amount is $250,000 per depositor, per insured bank, for each account ownership

category. Investment performance, not guaranteed.

Securities and Advisor Services offered through Silver Oak Securities, Inc. Member FINRA / SIPC
Hearn Wealth Management and Silver Oak Securities Inc are not affiliated/separate entities.
Martin Hearn Investment Advisor Representative

DBA Hearn Wealth Management LLC
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Product Comparison Glossary

When building your Safe Retirement Blueprint, it helps to understand the exact mechanics of the
tools at your disposal. Use this quick reference guide to see how each product handles risk, growth,

and taxation.

e Multi-Year Guaranteed Annuity (MYGA): An insurance contract that provides a fixed,
contractually guaranteed interest rate for a set number of years. Principal is 100% protected
against market loss. Growth is tax-deferred until withdrawn.

¢ Fixed Indexed Annuity (FIA): An insurance vehicle that guarantees your principal against
market declines while tracking a market index (like the S&P 500) for growth. Gains are locked in
annually. Often features optional income riders for guaranteed lifetime payouts.

¢ Registered Index-Linked Annuity (RILA): A hybrid annuity that offers a blend of market
growth and defined downside protection. Unlike an FIA, a RILA exposes you to limited market
risk (e.g., protecting against the first 10% of a loss) in exchange for higher upside potential.

e Mutual Funds: A pooled investment vehicle managed by Wall Street firms holding baskets of
stocks or bonds. They offer exposure to market growth but come with 100% downside market
risk. In taxable accounts, they can trigger annual capital gains taxes even if you didn't sell any

shares.
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In "Book," discover a comprehensive blueprint for securing your retirement through
four essential pillars: protecting your principal, ensuring guaranteed income,
minimizing taxes, and managing your legacy. This guide offers practical strategies,
case studies, and innovative financial products designed to help you navigate the
complexities of retirement planning, allowing you to enjoy peace of mind and
financial stability. Unlock the secrets to a worry-free retirement and ensure your

wealth is preserved for future generations.



